THE AMBASSADOR

December 19, 2007

Dear Ms. Prime Minister:

['would like to bring to your attention the attached Joint Statement and Prospectus signed
by the U.S. Embassy, World Bank, EBRD and NEFCO regarding the vitally important
subject of municipal heating and energy efficiency. These documents were previously
submitted September 13. I look forward to your response and to meeting with you to
discuss the critical issues identified in these documents.

Sincerely,

T. .~ 3 —

IRYAWS
William B. Yaylor
Ambassador

Her Excellency
Yuliya Tymoshenko
Prime Minister of Ukraine
Kyiv, Ukraine



Heodiuiftnuii nepexnan
19 rpyaus 2007 poky
[1lanoBHa naxi [1pem’ep-MiHicTp:

51 xoriB 6u nepenaru o Bamoi yBaru CnisibHy 3asBY Ta EpCIEKTUBHUH IUIaH CTOCOBHO
)KHTTEBO BAXX/XBOIO MUTaHHS MYHILUNAIBHOTO TEIUIONOCTa4YaHHA Ta
eHepro30epexeHHs, ki Oynu mianucati IloconbecTBoM Cnosnyyennx llltaTiB AMEpPHKH,
CeiroBuM O6aHkoM Ta CKaHIMHABCBKOIO €KOJIOTiYHOO (hiHaHcoBoWO. Lli AOKYMEHTH
1onepeHbo Oynu nepeaani 13 BepecHs. S 3 HeTepniHHAM yekaro Ha Bamy BianmoBsizab 1
Ha Hauly 3yCcTpiy, o6 06GroBOPUTH BaXJIUBI MMUTAHHS, K1 MICTATbCS B IUX JIOKYMEHTAaX.

3 nogaroto,

Binbsm b. Teitnop
ITocon

[i BucoBonoBaxHocTi
HOnii Tumolienko
IIpem’ep-minHicTpy YKpainu
KwuiB, Ykpaina
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JOINT STATEMENT

The United States Government, The World Bank, The European Bank of Reconstruction and
Development, and the Nordic Environment Finance Corporation are pleased to provide the
Government of Ukraine with a Prospectus that summarizes the main conclusions and
recommendations of a comprehensive assessment of Ukraine’s municipal district heating and
energy efficiency. This assessment was undertaken by a multi-donor task force in March of this
year.

The assessment concluded that concerted action is needed to address issues vital to Ukraine’s
energy security and economic independence. The international experts who conducted the
assessment have proposed that Ukraine establish a High-Level Joint Donor-Government of
Ukraine Task Force and a parallel Urban Heating Public Roundtable to help create and mobilize
support for a Strategic Heat Sector Action Plan.

Our respective organizations stand ready to assist the Government of Ukraine in implementing
the attached recommendations. We would be grateful for an opportunity to meet with the Prime
Minister to discuss these issues and consider how we can best assist the Government of Ukraine
in addressing the challenges of municipal heating and energy efficiency.

We look forward to your response and to working with the Government of Ukraine in addressing
these critical issues.

Sincerely,
P & ) ) : / T _—
N Y gy i v S --:-“.‘k“"/!r
William B. Téylo‘s | Kamen Zahariev
Ambassador Country Director
Embassy of the United States of America The European Bank for Reconstruction and
Development

.” ) f
Yl é%—/ AN %&Z
Paul Berminghan{ / Torben Vindelgv
Director Vice President
Ukraine, Belarus and Moldova Nordic Environment Finance Corporation
Europe and Central Asia
The World Bank

Attachment: Prospectus, November 15, 2007



Heodimiiumii nepeknan
CIIIVIbHA 3ASIBA

Ypsin Cnosntyyennx Litaris Amepuku, CBiToBuit 6aHK, €Bpomneiicbkuil GaHK peKOHCTPYKILi Ta
po3suTKy Ta CKaHIMHaBCbKa ekonoriyHa dinancoBa kopnopauis (NEFCO) marots yecTs nepenati
Ypsiny YKpainu [lepcniekTUBHUIH NJ1aH, Y SKOMY MiICYMOBYIOTHCS OCHOBHI BHCHOBKH Ta
pekoMeHallil. wo 6yu BUKIaleHi y KOMIUIEKCHOMY AOCIIKEHH] CTaHy CIpaB y raysi
LIEHTPaJIi30BaHOr0 TEMJIONOCTa4YaHHs Ta e(eKTHBHOrO BUKOPUCTaHHA eHepril. Lle mociimxeHHs
[1POBO/IHJIOCH HAraTOCTOPOHHBOIO POHOUOIO IPYIIOI0 MIXKHAPOAHHMX JOHOPIB y 6epe3Hi MOTOYHOro
POKY.

3a pe3ynbTaTaMu J0CTiIKEHHS OyB 3po6/IeHHH BUCHOBOK, L0 BUPILIEHHS HAradbHHUX ITHTaHb,
BOXJIMBHX [1J1s1 eHEPreTHYHOT O€3IIEKH Ta EKOHOMIYHOI HE3aJIeXHOCTI YKpaiHu, moTpedye
Y3rO/DKEHHX 3ax01iB. MDKHApOIHi €KCIIePTH, SKi IPOBOJUWIM JOCIIKEHHS, TIPOIIOHYIOTh CTBOPHTH
podouy rpyny BUCOKOTO piBHs, JJO KO MAIOTh yBIiTH NpeAcTaBHUKM Ypsady YKpaiHu Ta
JIOHOPCHKOT CHIUBHOTH, Ta NapaleSIbHO OpraHi3yBaTH rPOMAICHKHMI KPYIIHii CTL 3 TUTaHb
[LEHTPAI30BAHOTO TEMJIONOCTA4aAHHS], AIKMH Ma€ CIIPUSTH CTBOpeHHI0 CTpaTeriyHoro miany i y
cpepl Ten;10nocTayanHs. Ta 3a0e3MeYHTH HOMY HAIEXKHY CYCIUIBHY MiATPUMKY.

Hawi oprauizauii rotosi Hagatu nonomMory Ypsay YKpaidu y BIpoBaIkeHHi peKOMeHAaLiH, sKi
BUKJIaJICHI Y 10/1aTKy. Mu Oynu 6 BIA4Hi 32 MOXKIIHBICTE IPOBeeHHs 3ycTpidi 3 [IpeM’ep-
MIHICTPOM YKpainu, abu 0OrOBOPHTH Lii TUTAHHS TA BA3HAYUTH, SK HAHKpALIAM YHHOM MU MOTIIH 6
HaaaTH 10noMory Ypsaay Ykpainu y po3B’s3aHHi mpo6JieM LeHTpalli30BaHOro TEILIONOCTaYaHHs Ta
e(peKTUBHOrO BUKOPUCTAHHS €HEpril.

(noziBacmMoch Ha BIAIIOBIAL Ta criBIpalio 3 Ypsaom VKpainu y 3aXoax 3 BUPiIICHHS LHX
’KHUTTEBO BAXKIUBHX [TUTaHb.

3 110Baro

Binbsm b. Teinop Kamen 3axapies
[focon CLIIA B YkpaiHi Jupextop B Ykpaini
€Bponeiicekuit 6aHK PEKOHCTPYKIIT Ta PO3BUTKY

o1 bepMiHrem Top6en Binnenos

Jupektop Biue-npe3uaeHr

Ykpaina. binopych 1 Monaosa CkaH1nMHaBChbKa eKoJoriyna ¢inancosa
CBpona 1 lleHTpanbHa A3is Kopropailis

CBITOBHI DaHK

Hoaarox: [lepcnexTusHuii nnax. 15 aucronana 2007 p.



PROSPECTUS: November 15, 2007

PROPOSED JOINT DONOR-GOVERNMENT OF UKRAINE TASK FORCE AND
COORDINATED ASSISTANCE PROGRAM ON URBAN HEATING AND ENERGY
EFFICIENCY

Problem:

The donor community is keenly aware of the challenge facing the Ukrainian Government and cities in
improving the performance of the urban heating sector. The large and rapid increase in the gas import
price creates significant problems of adjustment and affordability for the population. This price
increase aggravates an already difficult fiscal situation and threatens the viability of heat enterprises
and their ability to provide reliable heat. We believe concerted action is needed to address these
problems that are vital to Ukraine’s energy security and economic independence.

Proposal:

The donor community is ready to undertake a coordinated assistance approach to supporting national
and local government efforts. We propose the establishment of a High-Level Joint Donor-Government
of Ukraine Task Force and a parallel Urban Heating Public Roundtable to help create and mobilize
support for a Strategic Heat Sector Action Plan. The Task Force will include GOU representation at a
level that can ensure priority attention from the relevant ministries and agencies with interest in
municipal heating issues and will also include the Association of Ukrainian Cities. The Task Force
would coordinate discussion and advance policy reforms and focus donor resources to overcoming
major obstacles. The Task Force would meet at least every quarter.

The Roundtable, which would also involve participation of GOU, municipalities, Verkhovna Rada
representatives, heat enterprises, energy efficiency experts and companies, and citizen groups, would

meet at least twice a year. Working groups may be established on key issues as necessary.

Priorities Areas for Inclusion in the Action Plan:

The recent USAID, World Bank, and EBRD assessment and broader donor discussions have identified
the following areas for priority attention and elaboration in the Strategic Heat Sector Action Plan:
(1) Strengthening the legal, regulatory, and institutional framework to improve heat service to
customers.
(2) Reducing losses and improving efficiency in the production, delivery and use of heat;
(3) Increasing the capacity of municipalities to plan and manage the development of the heat
systems in their areas.
(4) Mobilizing financing and investment to modernize systems and improve energy efficiency.
(3) Improving the social protection system and ensuring adequate support to low income citizens.

The donor community is already actively working in some of these areas and is prepared to provide
greater support if the Government is ready to focus serious attention to this problem.



[epcnexkTuBnumii nan: 15 nucronaaa 2007 p.

IIpono3uuin
HPO CTBOPEHHS CNUILHOT po6o4oi rpynu Ypsaay YKpaiHu Ta MiKHAPOAHHX JOHOPIB
Ta pO3pOOKH y3roI)KeHol NporpaMM TeXHi4HOI JONMOMOrH 3 MUTAHL LEHTPAJI30BAHOI0
TENJI0NOCTAYAHHA T ¢eKTHBHOI0 BHKOPHCTAHHS €Heprii

llpoGnema:

Oprani3auii-10Hopy 6e3yMOBHO YCBITOMITIOIOTB Ti CKJIa[HI MUTAHHS, IO TIOCTAIM nepen Y psaaoM Ta
mictaMu YkpaiHu y cdepi nmokpamaHHs pobOTH CEKTOPY TEIUIONOCTAYaHHA. 3HAYHE i MIBHIKE
3POCTaHHs LIH Ha IMIIOPTOBaHUH NPUPOAHHUI ra3 CTBOPIOE 3HAYHI TPOGIEMHU CTOCOBHO afanTaltii 1o
IUX UIH Ta IX NPUAHATHOCTI U1 HaceaeHHs. [TiABHINeHHS HiH yCKIaAHIOE i 6€3 TOro CKIagHy
OIOJUKETHO-(PIHAHCOBY CHTYyallit0, CTABUTH IIiJl 3arpo3y Mi€3AaTHICTh MiIPHEMCTB
TENI10N0CTa4aHHs Ta Oe3nepebiline 3abe3neyeHHs TEIOM. MU BBaXaeMo, 10 BUPILLIEHHS [UX
[1podJieM, [KI € BKpail BaXUIMBUMH JJISl €eHEPreTUYHOT OE3IEKH Ta EKOHOMIYHOT HEe3aIeXKHOCTI
YkpaiHu. noTpedye y3romaKeH!UX 3yCHilb.

lIpono3uitis:

MiKHapo/IH1 IOHOPH TOTOBI 3alIPOBANTH y3rODKEHHH MIAXiA 10 HaflaHHS TOTIOMOTH LEHTPATBHUM
T4 MICLEBHM OpraHam BJIajii y IXHIX 3aX0/aX 110 BUPILIEHHIO UbOT0 MUTAHHA. MU IPONOHY€EMO
CTBOPHTH poDOYY IpyIly BACOKOIO PiBHS, IO SKOI MalOTh YBifTH MpeacTaBHAKA Ypsly Ykpainu Ta
“I0HOPCBKOT CHINIHOTH, Ta NapajielbHO OPraHi3yBaTH rpOMaJCHKUI KPYIJIHi CTijl, NPUCBSUYECHHIH
MUTaHHSM LEHTPANi30BaHOTO TEMUIONOCTAYAHHS, SKMI Mae CpUsTH po3pobui CTpaTeriyHoro niany
21l y cepi TennonocTayaHHs, Ta 3a6€3MEYHTH HOMY HAIEXKHY CYCTIIBHY DiATPHMKY. Y Takiit
pobo4id rpyni ci nepeabaynTH MPeICTaBHULTBO Y psiity YKpaiHH Ha TOMY piBHi, sKuii
3abe3NeUnTh NEePIIOYEProBUi PO3IIISI OPYLICHHX IMTAHb Y THX MiHICTEPCTBAX Ta BiJOMCTBAX, SKi
3a/1i5H1 y BUPILIEHH] MTaHb LIEHTPAi30BaHOTO TEIUIONOCTAYaHHs, a TAKOXK y4acTh Acowiauii MicT
Ykpainu. PoGoua rpyna koopauHyBaTHMe 0GTOBOPEHHS BiAIOBIHUX MHTaHb, IPOIIOHYBAaTHME
crparerito pepopM Ta CIIPUATHME 30CEPEKEHHIO PECYPCIB IOHOPIB Ha MOJOIaHHI OCHOBHHX
[eperiko/1. 3acinanus pobo4oi rpynu MaloTh POBOJUTHUCS LIOKBAPTAILHO YH YaCTille.

Kpyrauii ¢Tist, yyacTh y sKOMy TaKOX MOBHHHI OpaTH IpeAcTaBHUKH Ypsny YKpaiHnu, oprauu
BJIa/IM MICT, HAPO/IHI JeMyTaTH YKpaiHu, IPeJICTABHAKH ITIiAIPHEMCTB TEILIONOCTAYaHHS,
11PE;ICTABHUKHM KOMIIaHI| 3 eHepro3bepexeHHs Ta eKCIIePTH y Ll rajysi, a TAKOX MpeICTaBHHKK
IPOMAZCLKOCTI. Ma€ 30MpaTUCs NIpUHAHMHI Biui Ha pik. 3a MOTPe6H, TakoX MOXKHA CTBOPHTH
OKpeMi poOoul rpynu AJisl BUPILIEHHS THX Y IHIIMX KJIIOUOBHUX MTHUTAHb.

IIpiopuTeTHI HanpsiMH, AKi MalOTh OYTH BigoOpaxkeHi y CTpaTeriuHoMy IuiaHi Jii:

Hewonasio Arenrctso CLIA 3 mickaapoaHoro po3sutky (USAID), CaitoBuit 6aHK i
Cnporieiicbknit GaHK peKOHCTPYKLT Ta po3suTKy (EBPP) nnpoBenu 10CiTxeH s CTaHy LbOro
CCKTOPY. Ta 3r010M 00roBOpHIIM HOTO Pe3yNIbTaTH y IIMPLIOMY Koui soHopiB. [Ipu upoMy 6ymu
BM3HAYCHI HACTYIIHI HAMPAMH, 10 MAFOTh OTPUMATH MEPLIOYEProBy yBary Ta GyTH OHpalboBaHi y
CrpaTeriuHoMmy mnaHi aii:

(1) BrtockonaneHHs HOpMaTHBHO-NPaBoBOi Ga3u Ta IHCTUTYLIHHOT OCHOBH IS KPAIIOro
Tero3ade3sneyeHHs CIOXKHBAUYIB.



(2) Briienns 3axoniB, CIpAMOBAHHX Ha 3MEHIIEHHS BTPAT Ta MOKPAILEHHS eeKTUBHOCTI
BMPOOHHULTBA, NOCTAa4YaHHS T2 BAKOPHUCTAHHSA TEILIA.

(3) PosunpenHs noBHOBaXKeHb OPraHiB BIAH MicT y chepi IIaHyBaHHA 1 yIIpaBliHAS
[POLIECOM PO3BHTKY CHCTEM TEIUIONOCTaYaHHs y BiNOBIJHUX TEPHTOPIiaIbHUX rpoMaiax.

(4) 3ocepe/keHHs (iHAHCOBUX Ta iHBECTHLIMHUX pecypciB Ha 3aX01ax 3 MOJIEpHi3allii CHCTeM
TEMJIONOCTayaHHs Ta eHePro30epeKeHHs.

(5) BaockoHaneHHs CHCTEM COLIAJILHOTO 3aXHCTY, Ta 3a0e3MeYeHHs HAIEXKHOT i ATPUMKH
rpoMaJsiHaM 3 HU3bKHM piBHEM JIOXOIIB.

MixHapo/IH1 IOHOPH BXKe aKTHBHO MPALIOIOThH Y MEBHUX 3 IIMX HAIPAMIB, Ta FOTOBI HAAATH
OlLabLMi 00csr 10noMOrH, AKIO Y psj HANAITOBAaHHH NPUAINMTH Uil po6iieMi cepliosHy yBary.



